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« HVS International is the largest global consulting and
services organization focused on the hotel, restaurant,
timeshare, gaming, and leisure industries.

o Established in 1980, HVS performs more than 5,000
assignments per year for virtually every major industry
participant.
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Current Industry Development Trends

« Total new construction across all sectors Is up 45% over

last year according to PWC
* The hotel pipeline is strong and getting stronger
» Construction costs have risen over 40% since 2005
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New Construction Pipeline

INTERNATIONAL)

The New Construction Pipeline (1st Quarter 2006)

Under Construction Starts  Next
Chain Scale Projects Rooms 12 Months Rooms
Luxury 21 4,497 21 7,682
Upper Upscale 60 23,378 42 11,712
Upscale 25,155 328 38,716
Midscale w F&B 59 4,592 136 3,974
Midscale w/o F&B 33,952 721 61,861
Economy 42 2,967 85 6,063
Independents 20,566 232 41,163
Subtotal 115,107 1,565 181,171
Casinos 15,222 19 14,359
Total Industry 130,329 1,584 95,530

The New Construction Pipeline (1st Quarter 2005)

Under Construction Starts  Next

Projects Rooms 12 Months Rooms

9 2,243 9 2,359

42 12,398 45 13,437

20,327 236 27,037

Midscale w F&B 70 5334 84 8,232
Midscale w/o F&B 24,561 454 38,510

Economy 38 2,473 94 7,175
Independents 7 12,698 134 25,578
Subtotal 687 80,034 1,056 122,328
Casinos 21 12,519 14 10,273
Total Industry 708 92,553 1,070 133,051

Source: Lodging Hospitality July 15, 2006
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Largest Hotels in the Boulder Area

INTERNATIONAL)

Hotel Name No. of Rooms Year Built

Qmni Interlocken Resort 390 1999
The Westin WWestminster 375 2000
Millenium Harvest House Boulder 277 1958
Renaissance Suites at Hatlron 232 2002
Radisson Hotel & Conference Center 222 1983
S. Julien Hotel & Spa 201 2004
Doubletree Hotel Denver - Boulder 180 1984
The Boulder Qutlook Hotel & Suites 162 1973
Hotel Boulderado 160 1908

Rank
1
2
3
4
5
6
7
8
9

10

Boulder Mariott 157 1997

Source: Boulder County Business Report
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Name of Establishment
Millennium Hotels Harvest House Boulder
Hotel Boulderado
Homewood Suites Boulder
Courtyard Boulder
Residence Inn Boulder
Marriott Boulder
Westin Westminster
Omni Interlocken Resort
Renaissance Boulder Suites @ Flatiron
Preferred St Julien Hotel & Spa
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City & State
Boulder, CO
Boulder, CO
Boulder, CO
Boulder, CO
Boulder, CO
Boulder, CO
Westminster, CO
Broomfield, CO
Broomfield, CO
Boulder, CO

Zip Code
80302
80302
80303
80301
80301
80302
80020
80021
80021
80302

Boulder Hotel Properties Report

Aff Date
Apr 2001
Jan 1909
Jan 1991
Aug 1988
Jan 1986
May 1997
Apr 2000
Jul 1999
Oct 2002
Feb 2005

Open
Date
Jun 1959
Jan 1909
Jan 1991
Aug 1988
Jan 1986
May 1997
Apr 2000
Jul 1999
Oct 2002
Feb 2005

Rooms
269
160
112
149
128
157
369
390
232
201




Boulder Current Industry Trends

INTERNATIONAL)

Year-to-Date Through Average Annual
February Compounded
2000 2001 2002 2003 2004 2005 2005 2006 Change: 2000-2005

Average Daily Room Count 1,643 1,734 1,792 1,966 1,966 2,150 2,061 2,167
Available Room Nights 599,700 632,910 654,254 717,590 717,590 784,724 121,622 127,853
Change — 55 % 34 9.7 0.0 94 — 51 %

Qccupied Room Nights 426,347 396,727 398,093 448,351 472117 516,957 76,841 72,124
Change — (6.9) % 03 126 53 95 — 6.2) %

Ceceupancy 711 % 62.7 % 60.8 62.5 65.8 65.9 632 % 56.4 %

Average Rete $125.50 $132.08 $122.62 $114.92 $11494  $128.94 $13430  $124.31
Change — 52 % (7.2) % (6.3 % 0.0 12.2 — (7.4) % 05 %

RevPAR $39.22 $82.79 $74.61 $71.80 $75.62 $84.94 $84.85 $70.13
Change — (72) % (9.9) % (38) % 53 12.3 — (17.4) % (10) %

Source: Smith Travel Research

27 December




Boulder Current Industry Trends

INTERNATIONAL)
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Boulder Area Market Forecast

INTERNATIONAL)

e 2005

— 66% Occupancy
— $129 Average Rate

e 2006
— 6/7% Occupancy

— $140 Average Rate

e 2007

— 69% Occupancy
— $145 Average Rate
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Qccupancy (%)

Mar - 05
Apr - 05
May - 05
Jun - 05
Jul - 05
Aug - 05
Sep- 05
Cct - 05
Nov - 05
Dec - 05
Jan- 06
Feb - 06

Boulder Day of Week Occupancy Analysis

Year Avg
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Boulder Area Market Segmentation

« Commercial
e Meeting and Group

e | elsure
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Boulder Hotel Demand Segmentation

Commerclal demand emanates from various businesses
In and around the City of Boulder

University demand emanates from CU
Leisure demand emanates from Pearl Street/Downtown
Meeting demand emanates from all of the above
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Boulder Construction Track

Project Title Gonstruction Cost |# of Units| Project Phase
Marriott Hotel $10,000,000
Holiday Inn Bxpress - Sitework $3,500,000
Courtayrd by Marriott $8,000,000
Residence Inn by Marriott $8,000,000
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Westminster
Longmont
Broomfield
Broomfield

# of Stories

103rd Ave & Church Ranch Rd
1355 Dry Qreek Dr

I-25 & W 120th

1-25 & W 120th

Target Start Date | Target Completion Date

Bkin Johnson Group
Lamont Companies
Urban Fontier LLC
Urban Fontier LLC
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Hotel Development Dynamics in Boulder
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Barriers to Entry

Building

o
o

Land
Avallability

Land Cost
Time
Constraints

Neighboring
Growth

Strong
Residential
Real Estate
Market

Incentives

Good Hotel
Economic
Performance

Lack of Product
Diversity

Well Rounded
Demand Base

Strong
Residential
Real Estate
Market




Focused Service Hotel

Based on current land sizes and FAR, we assumed 170
guestrooms

Occupancy would most likely fall in the 75 to 80% range
with average rates over $150.

Cost to Build would exceed $120,000 per key but should
be less than $175,000 per key

Hotel would require minimal restaurant space and might
function with the Tea House as its additional restaurant.

Hotel would require minimal meeting space apart from
adjacent conference center

More efficient operation would increase feasibility
assuming significant land costs are mitigated
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Questions?
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Luxury Hotel

Based on current land sizes and FAR, we assumed 120
guestrooms

Occupancy would most likely fall in the 70 to 80% range
with average rates over $200.

Cost to Build would exceed $200,000 per key and could
be as high as $300,000 per key

Hotel would require three-meal restaurant and likely
additional fine dining restaurant

Hotel would require significant meeting and banquet
space apart from adjacent conference center

Residential development may also be required and would
certainly be requested
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Hotel Financing Options

Comparison of Hotel Financing Approaches

Compatizon of Hotel Financing &pproaches

lsszue

Fublic/Private Fartnership

Fublic Financing

COw nership

b privatel owned single purpose entity,
typica Il a limited la bilty corpomtion [*LLCY
haolds title ta the hatzl. This awner is
responsible far eng ging the dey eloperand
opertar.

& publicly controlled entity, thetmay bean agency of the spons oring
municipa lity ara notfor- profit corportion, halds title ta the hatel.
Through the ownership entity, the s ponsoring municipality is
responsible far end ging the hotel dey eloper and operator. Yarious
forms of non profit owners hip are possible under IRS rules, including a
"63-20 corporation under Section 115 of the IRS code ara 507 [d)[3)
under IRS Ruling57-125.

Cperations

b hotel marmegement company is eng@ged 1o
operte the hotel tmay bemam ged by a
major hatel brand company [e.g. Marriatt,
Hilton, Hyatt or 5@ nvood) or by a third pany
opertorwitha franchiseagreement to brand
the property. Compensation is # pically based
ona percemage of gross rey enue, net operating
income ar both.

b hotel marmegement company is eng@ged to opemte the hotel undera
Qualified Management Agreement AWMLY that conforms to Imernal
Fevenue Sewice requiations. The maximimun lengthofa QM A 515
yea 18, which is sharter tha nthe term of operating agreements far
privately owned hotels. Compensation to the operator must be on a
ficed fee basis mthertlanas a percemage of rev enue ar net aperating
income. Most publick financed hotel deals have been managed by a
major hotel band company. Franchise agreements are less common
bemuse hotel brands are reluctant to agree o fived franchise fees as is
required ina GIM A,

Finanzing
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Privately owned hotels are fim nced with a mix
of debtand equiy . In the current markets,
lenders will only provide debt for S0% to 60% of
the project cost, and equity inv estars must
prowide the ba b noe of funding. Typicall the
dey eloper obfains a va ra ble mte construction
Inan whichis Bter mken out witha perma nent
financingat the ime hotel operations s4 bilz e.
Equity imv estmentis obfined by selling stock in
the LLC, andthe dev elopment group may have
3 controlling imerest in the LLC. In
publicfprivate partnerships 3 gov ernmental
entity may also providean equity contribution to
the project with little or no expecttion of getting
3 cashreturn onthatequity inv estment.

Fublick owned haotels areall debt financed through the issuance of
munizipa | bonds. Some of the bonds may be"nonrecourse” Thatis,
the rev enues of the project are the only source of paymenta nd credit
farthe bondhaolders. To be Ated a5 inv estment grde, debtsenice
coverage on non-recourse debt must esceed 2.0 times debt sewice.
Typically, net operting income is not sufficient ta secure enough non
recourse debt to pay for the project. Consequently, the sponsoring
municipa lity may provide credit enha ncement. This usually inv olv es
some farm of pledge o pay debt service inthe ey entthat hatel

rey enues are insufficient. The dev elopment team may be required to
hold some subordinated debt, butthis debtis tepically less tan 10%
of the tot | fina neing.
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Hotel Financing Options (continued)

INTERNATIONAL)

Comparison of Hotel Financing Approaches

Gom parizon of Hotel Financing & pproaches

lzzue

Fublic'Private Partnerzhip

Fublic Financing

Cozt of Funds

Interest @te levels an permanent debt may
rnge from 3% to10% inthe current financal
markets. Frvate equity inv estors may require
from 10% to 19% cash return on equity.

In today's financia | ma rkets, non- recourse debt carries interest @te
levels of 7% to 7.5%. Interest mte levels on the credit enhanced d ebt
depends onthe cred it of the sp onsaring m unicipality. & 80.08- mted
municipality may achievean interest mte level of 4.5 1o 5.59%.
Subordinated debt ca rries nepotiated interest @te Iwels inthe mnpe of
9% to 12%. Gonsequently, the cost of funds fora publicly developed
haotel are subs@ntially less then from privately financed hotels.

Formz of
public
zubgzidies:

Fublic subsidies may @ke the form of B nd
confributions, infastructure and parking
developm ent, fax a batem ents, @ax turn ba cks,
and cash subsidies.

b5 in publicfpriate pa mership deals, public subsidies may @ke the
form of B nd contributions, infrstructure and parking development, Bx
abatements, @xturn-ba cks, a nd cash subsidies. In addition, credit
enhancing debtisa form of local public subsidy. Typically one
chjecty e of ofa public financing is to reduce the level of public equity
contribution as compared toa publicfprivate panership.

Claim on
incom e and
the azset,
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The iny estors inthe LLG tpically chim the
residua | project incom e from operationsand the
= |e of the asset. Municipa lities mass nepota te
a share of projectincome in exchanpe for
prowiding public subsidies. Oevelopers often
negotate a "preferred return.”

The sponsoring municipa [ty owns the residual project incom e from
opemtionsand the 53 le of the aaset
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Recent and Potential Public/Private Hotel Developments in Major Gties

Last updated

Gty

6-Cct-06

Hotel Brand

Number of Guest Rooms

Anaheim, CA
Austin, TX
Baltimore, MD
Bay Gity, MI
Cambridge, MD
Chesapeake, MA
Coralville, IA
Denver, CO
Houston, TX
Lombard, IL
Myrtle Beach, SC
QOmaha, NE
Overland Park, KS
Phoenix

Rocky Gap St. Park, MD
Sacramento, CA
San Antonio, TX
St Louis, MO

Disney
Hilton
Hilton
Doubletree
Hyatt
Hyatt
Marriott
Hyatt
Hilton
Westin
Sheraton
Hilton
Sheraton
Sheraton
Independent
Sheraton
Hyatt
Marriott

750
800
750
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